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Disclaimer

The material in this presentation has been prepared by the Education and Outreach
Division, Federal Retirement Thrift Investment Board (FRTIB). Presentations are intended
for educational purposes only and do not replace independent professional judgment.The
FRTIB does not endorse or promote any product, service, or third-parties. Information in
this presentation is not to be construed as legal, medical, tax, investment, or financial advice.
You should consult with your tax, legal, and financial advisers regarding the legal
consequences of your financial planning or other activities. In no event will FRTIB or its
employees be liable to you or anyone else for any decision made or action taken in reliance
on the information provided or for any consequential, special or similar damages, even if
advised of the possibility of such damages.
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Not an easy task...

s = Source: https://en.wikipedia.org/wiki/William_F._Sharpe
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Agenda

* Retirement income sources and risks

* Basic retirement income goals

* Estimating fixed income

* Estimating income from the Thrift Saving Plan

* TSP Life Annuity as a distribution option

* Retirement income risks

* Spending shock risks

* Retirement income drawdown strategies

* Drawdown and balance sustainability scenarios
* Key Takeaways
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Retirement Income Sources
and Risks
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Typical retirement income sources for Federal
employees:

]

How is the amount
determined!?

How long will it
last?

\L’ Social - A

s it protected from 1 Security Who bears
inflation? the risks?

FERS + other peﬁsion income Savings (TSP)
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Retirement Income and Risks

Market Volatility dependent

No impact No impact :
upon allocation

(volatility)

Annual Cost of Living ~ Annual Cost of Living

i ) No protection
Allowance increases™ Allowance increases P

Inflation

Longevity (can  Payments continue for  Payments continue for
run out?) life life

\ A J

*Beginning at age 62 (Except for special provision employees) Fixed Income Ilatile Income

No protection
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Retirement Income Matching

Income floor Investment income Reserves
(Safety based) (Probability based)
]Volatile Income | |BufferAssets l

* FERS Pension * TSP Savings * Home Equity
 Military Retirement * IRA Savings N * Whole Life Insurance
* Social Security * Family

* Income Annuity * » Safety Net

Essential Discretionary
expenses/Liquidity expenses
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Basic retirement income
goals

Prioritizing for lifestyle and sustainability
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Basic retirement
income goals
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* This is a PRIMARY Goal

%Thrlft Savings Plan

How do you want to live
your life and maintain your
desired overall standard of
living in retirement?

Includes travel and leisure,
self-improvement activities,
social engagement, helping
with financial needs.




* This is a PRIMARY Goal

How long will you need to
fund your essential expenses
in retirement?

Includes housing, health care,
basic living expenses, and
maintaining a basic level of
financial independence.
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How much will you set aside
to provide funds for
unexpected contingences?

Includes supporting family
members during
emergency's, major repairs
or home improvement
necessities, long-term care
needs, or other life
transitions.
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How much do you want to
leave to your family and/or

others?

Includes leaving assets for
subsequent generations or
to charities.
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Prioritizing retirement income sources to meet
basic retirement goals

lFixed Income[

* FERS Pension :

* Military retirement “
* Social Security

* Income Annuity (TSP Life Annuity)

IVoIatiIe Income | l
* TSP Savings 14
* IRA Savings

|Buffer Assets ” “

* Home Equity

* Whole Life Insurance Lifestyle Longevity

e Other
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Retirement cash-flow forecast (budget)
* Accounts for all foreseeable expenses and income streams

that fall within the |[MI{EE8ALE and [Med¥-LA2EaY goals.

* Must also account for |MIs[1eIi4% soal to cover spending

for expenses that are necessary, but don’t fall within our
normal monthly spending.

* If there is a quantifiable goal, it should be
accounted.

* Example templates for monthly budget planners and
retirement planning financial worksheets can found in Excel.
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Assessing personal
retirement readiness

Using personal financial tools
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Expenses that
will or may

in
retirement
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TSP contributions

OASDI (SS)
deductions

IRA contributions
Income taxes
Life insurance
Commuting costs
Mortgage
Reduced housing costs
if you ““downsize”

Financial support for
children




Expenses that
will or may
increase in
retirement
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Health care
Travel
Recreation
and hobbies
Vacation
property
Relocation




Excel templates for budgeting and retirement
planning

In Excel, go to File, click on “More templates”

Good morning

~ New
- i - e rejeet P . .
.: - P e Formulas PivotTable t e
Blank workbook Retirement financial planner Retirement planner Bill paying checklist Welcome to Excel Formula tutorial PivotTable tutorial Gantt project pMeger Simple Gantt Chart
‘ 0 Search
—
personal budget I e
: EEENUNE = =
Suggested searches:  Business  Personal  Planners and Trackers  Lists ( Bud Calendars ] =
| > il gerem—p——
Personal budget = Basic personal budget Simple personal budget Personal monthly budget...

retirement 4 R = _

Suggested searches:  Business  Personal  Planners and Trackers  Lists  Budgets Charts  Calendars

* - [ ] [ ]
i b T h r I f t Sav I n g s PI a n Retiremen it planner Retirement financial planner




Monthly Budget Example - Template from Excel

Al - fe Create a Personal Monthly Budget in this worksheet. Helpful instructions on how to use this worksheet are in cells in this column. Ar

A A B | C | D | E | F| G | H | | | J | K|

1 ——

> PERSONAL MONTHLY BUDGET

3

4 | PROJECTED Income 1 $4,300.00 PROIJECTEDI BALANCIIE $3,405.00

5 | MONTHLY INCOME Extra income $300.00 [Projected income minus expenses)

6 Total monthly income $4,600.00 ACTUAL BALANCE

B . . $3,064.00

7 (Actual income minus expenses)

8 | ACTUAL MONTHLY Income 1 $4,000.00 DIFFEREN(;E . ($341.00)

9 | INCOME Extra income $300.00 (Actual minus projected)

10 Total monthly income $4,300.00

11

12: HOUSING Projected Cost Actual Cost Difference ENTERTAINMENT Projected Cost Actual Cost Difference

13 Mortgage or rent $1,000.00 $1,000.00 $0.00 Night out $0.00

14| |Phone $54.00 $100.00 -5$46.00 Music platforms $0.00

15: Electricity $44.00 $56.00 -$12.00 Movies $0.00

16 | |Gas $22.00 $28.00 -56.00 Concerts $0.00

17 Water and sewer $8.00 $8.00 $0.00 Sporting events $0.00

18: Cable $34.00 $34.00 $0.00 Live theater $0.00

19 | | Waste removal $10.00 $10.00 $0.00 Other $0.00

20 Maintenance or repairs $23.00 $0.00 $23.00 Other $0.00

21 | Supplies $0.00 $0.00 $0.00 Other $0.00

22: Other $0.00 $0.00 $0.00 Subtotal 5000‘

23 Subtotal -$41.00,

24 LOANS Projected Cost Actual Cost Difference

25: TRANSPORTATION Projected Cost Actual Cost Difference Personal $0.00

26 | Vehicle payment $0.00 Student $0.00

27 Bus/taxi fare $0.00 Credit card $0.00

28: Insurance $0.00 Credit card $0.00
<N nn Cradit card <N nn

e . | PERSONAL MONTHLY BUDGET | ® <]
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Estimating fixed income

FERS annuity
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FERS basic annuity
computation

Basic annuity is
computed based
on the highest
average basic pay
earned during any
3 consecutive years
of service
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Non-Disability Retirements

More than 20 years of High-3 average

service X 1.1%

Less than 20 years of
= . Ay
— — High-3 average salary
m ek X 1%,

62 or older

service X 1%

Special Provision Retirements

Flrefljghters, Years of service up to
A L 20
Enforcement

Officers,
Capitol Police,

Supreme

High-3 average salary
X # of years of
service X 1.7%

—-—

Court Police,
or Nuclear
Materials
Couriers

High-3 average salary
X # of years of
service X 1%

Years of service
exceeding 20

- e




Department/Agency Benefits Platforms - GRB

Retirement (X

The Federal Employess Retirement System (FERS) is a defined benefit, contnbutory retirement system. Both the employee and the employing Agency each
contribute to a retirement fund from which benefits are paid. Retiremeant, disability, and/or survivor bengfits are paid as a lifetime annuity. To qualify for an annuity
the employes must meet certain age and length of service requirements depending on the type of benefit. In general, the amount of the annuity 1s based on the
total years and maonths of creditable sarvice the employee has performed and an average of the employee’s highest three consecutive years of salary. The exact
computation of benefits can depend an a number of other factors incleding types of service perfarmed, age, insurance elections, and survivor elections. Benefits are
not automatic, and the employes must 2pply Tor them once eligible. Applications for benefits are submitted to the employing Agency and are adjudicated and paid
by the Office of Personnel Management (OFM].

Current Information Estimated Monthly Retirement Benefits
Retiremient Coverage FERS-RAE {(KR]  Retirement Age Type Annuity Annuity Max Survivar Annulty
Employee Contribution Rate: 3.10 % Date (Mo Surviver) (Max Survivor) Benefit Supplement
Service Computation Date: 1072772012 1072672037 dayrs 8maos Early/D5R $1,428.96 £1,286.06 S7T14.00 994,00
LEQ/FF/ATC SCED: A MJA A MRA+10 MiA M A MAA /A
Congressional 3CO: N 01/27/2048  STyrs Omos  Unreduced s2.014.83 121335 £1,007.00 £1.408.00
Estimated High-3: 368 589,67 08/30/2019 28yrs Bmos Disability 5228633 £2,057.00 $1,265.00 MAA
09/30/2018  28yrs 8mos Death N/A N/ $0.00 N/A

Fetirement Calculator B8l High-3 Calculater BB Severance/VEIP Calculator B8

I the event you hove part-time service, unpaid civilian deposits/recepasits, or unpata Muitary deposiis the
Estimated Benefits displayed may be significantly oversicted, The estimated High-3 is based on 97 % of your
current salary. The estimated Annutty Supplement uses g solory model ratfer than your octuol salory Risiory,
therefore the amount may be averstated or undersiated,

Retirement Application Package Retirement Dashboszrd 4= Resources
Currently, the first date you are eligible to retire voluntarily is: 01/27/2045 Type Description
Retirement for FERS Employees -
Retirement for FERS Special Group Employees
Retirement for FERS Congressional Employees
Financial Flanning

Mew Emplovee Benefits Orientation

-

ualuafus]us]is]

Copyright € 2019 Government Retirement & Benefits, Inc. AN B3 User: 1055369387 | Logout




Department/Agency Benefits Platforms - EEX

Section H@ Your Estimated Gross with Basic Immediate Annuity
a. Does not inciude your TSP Annuity, FERS Supplemental Annuity or Social Security Benefit
b. Calculations are in today's dollars, inclueding scheduled step increases and currently accrued sick leave. Does not include annual comparability increases.
€. Hi-3 Avg. Salary is usually based on your last 3 years of salary history or your current salary.
d. Must have at least five years of federal civillan service to meet the requirement for retirement, not including time from Military Service Buyback. Contact your Human Resources Office for more information,

Enter your own Optional Unreduced Date: By ek

=== ===« Estimated Annuity = == «= ==«

Est. Hi-3 Avg. Without Survivorship With Max. Survivorship Annuity To Survivor
Cate Salary (Yearly | Monthly) (Yearly I Monthly) (Yearly | Monthiy) Retirement Type
Optional Unreduced
l || I {Earliest Date)
Optional Unreduced
| 1 |1 ] (User date)
Opiional Reduced
NFA NA NA
MNiA NAA s e e {FERS Only}
NIA N/A MNIA MNIA MIA Voluntary Early or Discontinued (Eadiest Data)
NA NA A (Early Ret. requires authority)
Disability
N/A NIA NiA ) ! e
MNIA N/A WA N& N {Amaount will be reduced by your Social Security Disability

Benefit, if any.}

I:l Amount You Contribute To Your Annuity Annually

Yes, except Optional Reducad Retirement Eligiole for FERS Supplemental Annuity At Min. Retirement Age (MRA) Through Age 627

Amount Gov't Contributes To Your Annuity Annually

Approximates amount of projected Social Security benefit earned under FERS Amount of FERS Supplemental Annuity if Between MRA and Age 62. (See Your Benefils Specialist).

If Terminally Il {life expectancy = 2 years) Eligible for "Lump Sum™ Alternate Form of Annuity?




FERS annuity deductions - Taxes

Your FERS pension annuity is ordinary income and subject to federal income tax based on your

Fed e ral marginal tax rate.

taxes Tax tables are set into law by the United States Congress and administered by the IRS.

OPM must withhold for Federal income taxes based on their methods (see:

)

You can change your tax withholding amount at any time

You must specify the dollar amount of state tax you want withheld from your monthly payments.

State

taxe S Eight states — Alaska, Florida, Nevada, South Dakota, Tennessee, Texas,Washington and Wyoming -
don't tax wages, salaries, dividends, interest or any sort of income.

Six more states — Alabama, Hawaii, lllinois, Mississippi, New Hampshire, and Pennsylvania don’t tax
pension income.

%Thrift Savings Plan


https://www.irs.gov/publications/p15t
https://www.irs.gov/publications/p15t

Tax table for Single filers — 2023%*

Taxable i
Tax rate axabie Income Taxes owed
bracket

10%
12%
22%
24%
32%
35%
37%

$0 to $11,000
$11,001 to $44,725
$44,726 to $95,375
$95,376 to $182,100
$182,101 to $231,250
$231,251 to $578,125
$578,126 or more

0% of taxable income

$1,100 plus 12% of the amount over $11,000
$5,147 plus 22% of the amount over $44,725
$16,290 plus 24% of the amount over $95,375
$376104 plus 32% of the amount over $182,100
$52,832 plus 35% of the amount over $231,250
$174,238.25 plus 37% of the amount over $578,125

*The current tax code has been in place since the Tax Cuts and Jobs Act (TCJA) was signed into law in late 2017. Most
provisions, including personal income tax rates and brackets, expire at the end of 2025 unless Congress acts.
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Tax table for Married, filing joint — 2023%*

T: le i
Tax rate DB IED T Tax owed
bracket

10%
12%
22%
24%
32%
35%
37%

$0 to $22,000
$22,001 to $89,450
$89,451 to $190,750
$190,751 to $364,200
$364,201 to $462,500
$462,501 to $693,750
$693,751 or more

0% of taxable income

$2,200 plus 12% of the amount over $22,000
$10,294 plus 22% of the amount over $89,450
$32,580 plus 24% of the amount over $190,750
$74,208 plus 32% of the amount over $364,200
$105,664 plus 35% of the amount over $462,500
$186,601.50 plus 37% of the amount over $693,750

*The current tax code has been in place since the Tax Cuts and Jobs Act (TCJA) was signed into law in late 2017. Most
provisions, including personal income tax rates and brackets, expire at the end of 2025 unless Congress acts.
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FERS annuity deductions (other)

Survivor Maximum Survivor Annuity = 10% reduction; upon your death, spouse receives 50% of
the unreduced earned annuity
Benefits

Partial Survivor Annuity = 5%., reduction; upon your death, spouse receives 25% of the
rate of the unreduced self-only annuity

No Survivor Annuity = no reduction and upon your death, no survivor annuity will be
paid to spouse

Federal Premiums remain the same in retirement except you will pay taxes on them
Employee

Health

Benefits Plan May appear different since retirement annuity is paid monthly as opposed to bi-
(FEH B) weekly, etc.

Federal If eligible, you may choose to continue coverage and pay the premiums but you are
Employee Life not required to do so

Insurance

(F EG Ll) You can cancel or decrease your coverage at any time
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Estimating fixed income

Estimating Social Security Retirement Benefits
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Access your Social Security
retirement benefit details
my Social Security

Social Security Benefits ©  Medicare v  Card & record ~ Espafiol | Signin

Home » Prepare » Plan for retirement

& Your Social Security Statement
You can download your statement as a PDF or XML file.

| Prepare Plan for retirement
ggs;:;“glbmw for Apply for your monthly retirement benefit any time between age 62 and 70. We calculate your
payment by looking at how much you've earned throughout your life. The amount will be higher
Plan for retirement the longer you wait to apply, up until age 70. The timing is up to you and should be based on

Review record of your own personal needs.

earnings

Apply

Get an estimate

Manage benefits

Check your Social Security account to see how much you'll get when you
apply at different times between age 62 and 70.
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Sample Social Security
Statement on SSA.gov

*

* A g

WANDA WORKER

Retirement Benefits

You have eamed enough credits to quaify for
retirement benefits. To qualify for benefits, you eam
“credits” through your work — up to four each year.
Your full retirement age is 67, based on your date of
birth: April 10, 1960. As shown in the chart, you can
start your benefits at any time between ages 62 and
70. For each month you wait to start your benefits,
your monthly benefit will be higher—for the rest
of your life.

These personalized estimates are based on your
eamings to date and assume you continue to eam
$50,653 per year until you start your benefits.

To leam more about retirement benefits, visit

Disability Benefits

You have camed enough credits to qualify for disability
benefits. If you became disabied right now, your
monthly payment would be about $1,656 a month.

Survivors Benefits

‘You have garned enough credits for your eligible
family members to receive survivors benefits. If
you die this year, members of your family who may
qualify for menthly benefits include:

Minor child: 52,129
Spouse, if caring for a disabled child or

child younger than age 16: 52,129
Spouse, if benefits start at

full retirement age: 52,838

Total family benefits cannot be more than: 54,968

Your spouse or minor child may be eligible for an
additional one-time death benefit of $§255.

'3- Your Social Security Statement

October 2, 2021

Personalized Monthly Retirement Benefit
Estimates (Depending on the Age You Start)

Retirement Benefits Start
i E:

Manthly Benefit Amaount

Medicare

You have enough credits to qualify for Medicare at

age 65. Medicare is the federal health insurance

program for:

+ people age 65 and older,

* under 65 with certain disabilities, and

* people of any age with End-Stage Renal
Disease (ESRD) (permanent kidney failure
requiring dialysis or a kidney transplant).

Even if you do not retire at age 85, you may

need 1o sign up for Medicare within 3 months

of your 65th birthday to avoid a lifetime late

enroliment penalty. Special rules may apply if

you are covered by certain group health plans

through work.

For more information about Medicare, visit

medicare gov or s5a govimedicare or call
1-800-MEDICARE (1-800-633-4227)
(TTY 1-877-486-2048).

We base benefit estimates on current law, which Congress has revised before and may revise again to
address needed changes. Learn more about Soclal Security’s future at ssa.gov/ThereForie.
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Earnings Record

Review your eamings history below to ensure it

is accurate. This is important because we base
your future benefits on our record of your earnings.
There's a limit to the amount of earnings you pay
Soctal Security taxes on each year. Eamings above
the limit do not appear on your earnings record. We
have combined your earlier years of eamings, but
you can view them online with my Social Security.
If you find an error view your full earnings record
online and call 1-800-772-1213.

Earnings Not Covered by Social Security
You may also have earnings from work not
covered by Social Security. This work may have
been for federal, state, or local govemment orin a
foreign country.

If you participate in a retirement plan or receive a
pension based on work for which you did not pay
Social Security tax, it could lower your benefits. To
find out more, visit ssa.govigpo-wep.

Important Things to Know about
Your Social Security Benefits

* Social Security benefits are not intended to be
your only source of retirement income. You may
need other savings, investments, pensions,
or retirement accounts 1o make sure you have
enough money when you retire.

= You need at least 10 years of work (40 credits)
to qualify for retirement benefits. Your benefit
amount is based on your highest 35 years of

. If you have fewer than 35 years of
eamings, years without work count as 0 and
may reduce your benefit amount.

= We use cost of living adjustments so your
benefits will keep up with inflation.

» The you claim benefits will affect the
benefit amount for your surviving spouse.

* If you get retirement or disability benefits, your
spouse and children also may qualify

* If you are divorced and were married for 10
years, you may be able to claim benefits on
your ex-spouse’s record. If your divorced
spouse receives benefits on your record, that
does not affect your or your current spouse’s
benefit amounts.

« When you a@ly for either retirement or

Taxes Paid

Total estimated Social Security and Medicare taxes
paid aver your warking career based on

your Earnings Record:

Social Security taxes Medicare taxes

You paid: $34 288 You paid: $19,396
Employer(s): $36,003 Employeris): $19,396

p benefits, you may be required to
apply for the other benefit as well.

+ For more information about benefits for
wou and your family, visit
retirement/plannera) Zhimi.

* When you are ready to apply, visit us at

Earnings Earnings Taxed
Taxed for for Medicare
Work Year | Social Security | {began 1966)
1837-1950 | § 13989 | %
1951-1965 46,482
1966-1970 18,236 18,238
1971-1980 20,000 20,000
1981-1890 41.250 41,250
1981-2000 257712 257,712
2001 34,915 34,915
2002 35,591 35,501
2003 38,717 36,717
2004 38,686 38,686
2005 40,325 40,385
2008 42 315 42,315
2007 44,346 44 346
2008 45,437 45437
2008 44 784 44,784 for benefits.
2010 45 847 45,847
201 47,148 47,146
2012 48,349 48,349
2013 48 606 48,606
2014 49,860 49,860
2015 50.850 50,850
2018 50158 50,158
2017 50,440 50,440
2018 50,853 50,653
2019 Not yet recorded

The Statement is updated annually. It is
available upon request, either online or
by mail.

S$SA.gov | Follow us on social media ssa.govisocialmedia

Form SSA-7005-SM-0L {05/21)
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https://www.ssa.gov/myaccount/statement.html

al Security

Social Security

Benefits +  Medicare ~  Card & record ~ Espafiol | Acc

Benefit Calculators - Estimate Your Benefit

Office of the Chief Actuary

*
*
*
*

*
*
*

*

my Social Security Retirement Estimate

Compare retirement benefit estimates based on your selected date or age to begin receiving benefits with
retirement estimates for ages 62, Full Retirement Age (FRA), and 70. You can also input expected future income
for inclusion in the estimate.

Other calculators, listed below, are less restrictive but require you to enter your earnings.

Quick Calculator (Aqui en Espanol)

Provides rough estimates of your retirement benefit based on your current earnings. Also provides estimated
disabkility and survivor benefits if you die or become disabled today.

Online Calculator (Aqui en Espafiol)

To use the Online Calculator, you must have a copy of your earnings record because you will need to enter your
covered earnings for each year. This calculator is more accurate than the Quick Calculator. (The Online
Calculator requires that your browser be JavaScript-enabled.)

A special-purpose version of the Online Calculator provides benefit estimates under the Windfall Elimination

Provision (WEF) for those who receive a pension from work not covered by Social Security. None of the

calculators listed above can provide such benefit estimates.

Detailed Calculator

To use this program, you need to install it on your computer. This program is the most powerful of all the
calculators and is capable of computing almost any type of Social Security benefit.

Helpful Links

When to start
benefits ./,
Life expectancy
calculator

Effect of early
retirement on
benefits

Effect of earnings on
benefits

How we compute
retirement benefits,

llustrative examples

ndexing factors

Related information

Description

Advice on when to begin receiving retirement benefits

If you are under your normal retirement age when you choose to begin receiving
benefits, your benefit will be reduced,

If you are under your normal retirement age and you continue to work while
receiving benefits, you may be subject to the retirement earnings test. We can show
the effect of your earnings on your benefits.

Basis for retirement benefit computations

Approximate factors used to adjust earnings for a selected eligibility year

re Thrift SavingsPlan ———hups/iwwwissa.gov/OACT/anypiafindexcheml



Social Security retirement benefit increases
as you get older

* You may elect to begin receiving your Social Security retirement benefit as
early as age 62 or, you may wait and begin receiving it at any time up until
you reach age 70

* The longer you wait, the more your benefit
will increase

* At your “Full Retirement Age,” (FRA), you:
* Receive 100% of your benefit, and

* Your benefit is not subject to a
reduction

* If you were born in 1960 or later, your FRA is 67

* If your full benefit at age 67 is $1,000, your
benefit if you begin receiving it at age:
* 62 is 30% less, or $700,
e 70 is 24% more, or $1,240

mﬁits%rﬁhlﬁﬂrmmgmmumr Your Famity +SSA



https://www.ssa.gov/benefits/retirement/planner/applying7.html

How much Social Security benefit changes
based on age

140.00% 30.00%
Full

120.00% Ret| rement 20.00%
Age (FRA)
100.00% 10.00%
Percent of a |
80.00% 0.00% Percent
benefit , N J of
compared difference
60.00% -10.00%
to FRA#* p
& rom
40.00% -20.00% FRA*
(P
20.00% $ $ $ -30.00%
0.00% -40.00%

62 63 64 65 66 67 68 69 70

Aéull%’e'l‘hﬁiﬂeSavings Plan



Taxes on Social Security retirement benefits
(as of tax year 2022)

If your combined | You will pay taxes If your combined You will pay taxes
F|I|ng as: income is between: on up to: income is more than: on up to:

Single $25,000 and $34,000 50% $34,000 85%

Married $32,000 and $44,000 50% $44,000 85%

* Thirty-seven states and D.C. either have no income tax:
AK, FL, NV, SD, TN, TX, WA, WY or,
* Do not include Social Security benefits in their calculation for taxable income:
AL, AZ,AR, CA,DE,DC, GA, HI, ID, IL, IN, IA, KY, LA, ME, MD, MA, MI, MS,

NH, NJ, NY, NC, OH, OK, OR, PA, SC,VA,WI
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Estimating income from the
Thrift Saving Plan
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How much will Mary’s TSP monthly installment payments
need to be in her first year of retirement?

* Mary is a 56-year-old Federal employee and
has 2| years of covered FERS service

* Her salary with locality pay is $100,000

* She wants to retire at age 65

* She wants her total retirement income to be
based on 75% of her final years’ gross salary®*

*Using a “replacement ratio” like this is less accurate than using numbers based on an actual cash flow analysis.
This uh%imi_ggores ara'sspf&%e income either pre or post retirement.

avin



Mary’s projected income need —

(first year of retirement)

alue of an investment based on periodic, constant payments and a constant interest rate

* Final years’ gross salary

uuuuu

* Using Excel “Future Value formula:
=FV(0.03,9,,-100000) $130, 477

* Total income needed first year in retiremen

ﬁcZI

ert  AutoSum Recently Fina ILgIT)(tD &Lk[

unction © Usedv ~ Time v Refer
$130,477 x.75=9$97858  \ = e
Jx =FV(0.03,9,,-100000)
A B C D E |

$97,858 ~ 12 = $8,155

1 $130,477.32

Mary projects she will need a total of $8,155 gross income
each month during her first year of retirement...

i 0gThrii’t Savings Plan




Mary’s retirement income projections

FERS annuity Social Security retirement®
* Years of FERS service: 30 years * DOB: 6/1966 and current gross salary:
* Multiplier for age 62 or older with 20 $100,000
or more years of service: |.1% * If benefits begin in 2031 at age 65:

* High-3: approximately $130,000
* 30 x.0ll x $130,000 = $42,900

* Subtract 10% or survivor annuity . .
(-$4,900) TSP monthly installment required to

+ $42,900 - $4,900 = $38,610 reach 75% replacement rate
© $38,610 = 12 = $3,217/monthly $8,115—($3,217 + $2,317) =

$2,317/monthly

/ $2,620/monthly

$3,217 + $2,317 + 2,620 *SSA.gov Quick Calculator estimate

https://www.ssa.gov/OACT/quickcalc/

%Thl‘lﬂ' Savings Plan



Very flexible distribution options
from your TSP account

You can:

* Take distributions from Traditional or Roth balances separately

* Plan a strategy to mitigate the Federal income taxes you must pay
* Use TSP’s flexible options to meet your unique financial situation

* Take partial distributions when needed separate from regular
installments

* Make changes to installment payments (increase, decrease, stop,
restart, etc.)

* Use a portion™ of your account balance to purchase a TSP Life Annuity
to mitigate the risk of running out of money as you age

Mg Fhiif1558% ings Plan
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https://www.tsp.gov/publications/tspfs24.pdf?TSP-FS-24
https://www.tsp.gov/publications/tspbk25.pdf?TSP-BK-25

TSP Life Annuity

Another distribution option

i 0$)Thrii"t Savings Plan




TSP Life Annuity — what is it?

* A contract between TSP participant and the Thrift Savings
Plan’s annuity provider, Met Life

* In exchange for the premium (purchase price), Met Life provides
monthly income to the participant for the rest of their life. And,
in the case of a joint annuity, to the last to die.

The amount of the payments depend upon:

é Amount of the premium
$ Annuity interest rate index

4 Age of the annuitant(s)
|) Type of annuity

‘3 Whether a pre-mature death mitigation feature is added and if so, which one

i %Thrift Savings Plan



TSP Life Annuity pros & cons

+ R
* Eliminates longevity risk * Loss of liquidity
* Payments not subject to market risk * Decision is irrevocable
e Can increase returns beyond those of  * Loss of purchasing power
other options * Level payments aren’t adjusted for

* No account Management or account inflation

maintenance charges * If death is premature, total payout
could be less than the premium paid if
| 0-year certain or cash refund feature
wasn’t chosen

* Option for level or increasing
payments

* Option of “death payment” to

beneficiary if death is premature * Possibly smaller death benefit for

beneficiaries of TSP account

S %Thrift Savings Plan



Annuity payout rate

* The annual payout rate is the
amount you will receive each year
for the rest of your life divided by
the premium you paid:

* If the premium was $100,000 and

the payout is $649 per month
($7,784 for the year) then, $7, 784 +

$100,000 = 7.78% ... ., ;

'¥@H’ wouTEl‘fbe recemng $74Zg0/year e
for the rest of your life, so.

b
—) %
" < » = 2y ‘l

5
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If you had a TSP balance of $100,000, and took withdrawals of exactly
$649/month (total of $7,780/year), how long would your TSP account last?

Scenario I:

Scenario |:Average inflation = 3.02% and A) average Rate of Return = 4.89% and,
B) average Rate of Return = 4.89% with sequence of returns reversed.

Beginning balance = $100,000 and annual withdrawals = $7,780
$100,000 Average RoR = 4.89%

$90,000
$80,000
$70,000
$60,000
$50,000
$40,000
$30,000
$20,000

$10,000 TR0

$0
65 66 &7 68 6% 70 TI T2 T3 74 T5 76 71 S8\ 79 80 B B2 83 84 85 86

wm Balance Total distribution —Inflation —Annual RoR

R ¢
— §>Thrift Savings Plan

- 18%

Fol0%

gy T

- =5%

- -10%

|_RoR _[Inflation]
655,008 | 3.50%
66 9.00% 4.50%
e7/800% | 3.25%
68 3.50% 4.00%
¢ IESGR
70 11.75% 3.00%
7

71 -8.50% 1.50%

73
T4 2.75% 3.50%
75 [IESEN

80 7.50% 3.25%
81 [0

81 7.00% 21.15%
83

84 775% -0.50%
as [550% | 3.00%
86 -3.00% 3.00%

Beginning balance = $100,000 and annual withdrawals = $7,780

Average RoR = 4.89%
Sequence of returns reverse

$100,000

65 66 &7 68 % T0 0TI 73 T T8 TT A 7% 80 Bl B2 83

wm Balance Total distribution

R ¢
— §>Thrift Savings Plan

—Inflation —Annual RoR

- =5%

- 15% o7 |IEiEEN sl
 ao0%
r1e% 7.50% 1.50%

| g 76 1ogow 475

79
80 .ason 3.25%

Fox o SRR

82 y175% 1.15%
83

84

] e.004] 3.00% |

86

o7 [IERE
I

1% ——
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If you had a TSP balance of $100,000, and took withdrawals of exactly
$649/month (total of $7,780/year), how long would your TSP account last?

Scenario 2:

Average inflation = 3.37% and A) average Rate of Return = 3.89% and, B) average
Rate of Return = 3.89% with sequence of returns reversed.

[ Rok_linflation} [ Rok_linflation}
Beginning balance = $100,000 and annual withdrawals = $7,780 ﬁﬂﬁ Beginning balance = $100,000 and annual withdrawals = $7,780 ﬁmﬁ
$100,000 Average RoR = 3.89% [ 15% &7/ Hiiin ISss $100,000 Average RoR = 3.89% [ 15%  ¢7/iua smsal
:ﬂ% Sequence of returns reversed : S
590,000 590,000

70 ja.75% 3.00% 70 sp0% 3.00%

- 10% 'n-- - 10% 'n--

$80,000 71 .gs0% 1.50% $80,000 7T 650w 1.50%
13-- 13--

$70,000 - 74 )75% 3.50% $70,000 - 74 3.40% 3.50%
. :: 4.75% A\ 750 soow 350%

9.00% 4. 76 go0x 4.75%
560,000 r </ T $60,000 A ' \/ =
\ 78 340% 350% - Ciisox 450%

$50,000 l . 0% 7 IS NS $50,000 0% 7o I NSTSN
80 ss0% 3.25% 80 .gs0% 3.25%
$40,000 81 oow 2.50% $40,000 81| 250w 2.50%
s% 81 00w 125% 5% 82 jo.7s% 2.25%
$30,000 830 Lso% 275% £30,000 Ng-
] Creox
$20,000 $20,000 ]
Fo-10% . Fo-10% |- —|
510,000 780 510,000 780 780
I I
$0 - -15%

- -15%
65 8 & & & 70 TI T2 T3 74 5 T8 7T A 79 80 Bl m 83 I I
wm Balance Total distribution —Inflation —Annual RoR ] wm Balance Total distribution —Inflation —Annual RoR ]

o { o {
— ;?Thrlﬂ' Savings Plan @ — ;?Thrlﬂ' Savings Plan @
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If you had a TSP balance of $100,000, and took withdrawals of exactly
$649/month (total of $7,780/year), how long would your TSP account last?

%100,000

$90,000

$80,000

$70,000

$60,000

$50,000

$40,000

$30,000

$20,000

$10,000

50

o 0$)Thrii"t Savings Plan

Scenario |:Average inflation = 3.47% and A) average Rate of Return = 2.89% and,

Scenario 3:

B) average Rate of Return = 2.89% with sequence of returns reversed.

Beginning balance = $100,000 and annual withdrawals = $7,780

Average RoR = 2.89%

65 66 &7 68 &6 TO TI T2 73 T4 75 T& TV lth 79 80 BI
Total distribution —Inflation —Annual RoR

ww Balance

¢
;7- Thrift Savings Plan

ro10%

- 8%

- 6%

- 4%

- 2%

Y 5.

ok

- o-b%

- B3

- -10%

T8 200% 3.50%
7o IEIEER
80 2s0% 3.25%
a1 [

Beginning balance = $100,000 and annual withdrawals = $7,780

%100,000

$90,000

$80,000

$70,000

$60,000

$50,000

$40,000

$30,000

$20,000

$10,000

50

¢
;7- Thrift Savings Plan

Average RoR = 2.89%

Sequence of returns reversed

1M

[1 L1} &7 &8 &9 T0 T

72 T3 74 75 % T j_b 9 80
Total distribution —Inflation —Annual RoR

ww Balance

ro10%

- 8%

- 6%

- 4%

- 2%

Y 5.

ok

- o-b%

- B3

- -10%

68 240% 4.00%
&9
70 spox 3.00%

80 s.oon 3.25%
] s 00




ESTIMATED TSP Annuity Payout Rates based on a Single Life Annuity with level payments,
no cash refund, no 10-yr certain option and a premium of $100,000 as of September 2023

Monthly payments are calculated using the Payment and Annuity calculator based on an annuity interest rate index of 4.45*

Monthly Payout Age to
ayment rate  break even

60 $600 $7,200 7.20% 73.89
65 $665 $7,979 7.98% 77.53
70 $/51 $9,014 9.01% 81.09
75 $883 $10,600 10.60% 84.43
80 $1,094 $13,123 13.12% 87.62
85 $1,434 $17,204 17.20% 90.81

These are ONLY ESTIMATES. Actual projected annuity payments MUST BE CONFIRMED through TSP at the time of purchase.

— %Thrift Savings Plan




Estimating TSP Life Annuity payments
on TSP.gov

* Log into your account and go to

o . ”
the Retlrement Income MOdeIer Ahout You TSP Balance Other Retirement Income

* Select the “TSP Distributions” tab T ———
* Check “Annuity Purchase” Which payments would you like to model?
* Indicate payment start date S i o
* Indicate amount of balance to use [, Sihghe Mithesmrt
toward annuity purchase Recd Discloimers
* Indicate type of annuity and features CLEAR TSP DISTRIBUTIONS
(if any)

* See monthly payment amount

ADOVE Talbs @ st sty e 5 @157 A 5510 © v o e 5 @ FERS s i P ) 50
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Retirement income risks

Longevity, market and sequence of returns risk



Longevity

Remaining Life Expectancy (from age 65)*

25 Average life

expectancy
20 at age 65
15

10
5
0 )

Years

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 95 96 97 98 99 100

Age
—Male —Female

*Based on the 2019 period life table at https://www.ssa.gov/oact/STATS/table4c6.htmlitss



Longevity lllustrator — Matt and Ms. Kitty |

GE Mz, Kithy
100% 98% 100%

Date of Birth 1/1/1961 1/1/1966 70 95% 95% :E;:
Nearest Age 62 57 75 89% 91% ——
Retirement Age 65 60 80 79% 84% 2 B0% -
Gender Male Female 85 64%  T3% ﬁ jg;:
Do You Smoke? No No 90 44% 55% 0% -
General Health Excellent Excellent 95 3% 33% 123:::

100 8%  15% ,f

b0 b5 70 75 80 a5 90 95 100 105
Age



Prabability

Longevity lllustrator — Matt and Ms. Kitty 2

b att Mz Kitty b att M=, Kty Either === Both
-II:”:I?"'E\_ -Il:”:l%_'\l | i |
q0%: - o P |
\\_
80% - 40
70%- 0% \ -
2 = B0% I
RO%% - 2 \u
E0% - £ 50% \ A
A% - To40% \ 3
0% - 0% \ 3
20% 20% \
10% P,
10% - \|
o {

1 5 10 15 20 &5 30 35 40 45 RO

Y'ears From Betrement Age”

kO B 70 Y5 80 85 40 85 100 105



Sequence of
returns doesn’t
matter if there
are no
withdrawals

Scenario |

Age Annual Return TSP Balance EOY

62
63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
8l
82
83
84
85
86
87
88
89
90
91

Scenario 2
Age Annual Return TSP Balance EOY

NA $500,000 62 NA $500,000
6.00% $530,000 63 2.00% N
9.00% $577,700 64 1.00% $515,100
2.00% $589,254 65 2.00% $525,402
3.50% $609,878 66 1.00% $530,656
12.75% $687,637 67 2.00% $541,269
4.50% $718,581 68 1.00% $546,682
-8.50% $657,502 69 2.00% $557,615
-4.00% $631,202 70 1.00% $563,192

1.50% $640,670 71 2.00% $574,455
18.00% $755,990 72 1.00% $580,200
12.00% $846,709 73 2.75% $596,156
7.00% $905,979 74 1.00% $602,117
4.50% $946,748 75 2.00% $614,159
3.00% $975,150 76 4.00% $638,726
3.75% $1,011,718 77 3.75% $662,678
4.00% $1,052,187 78 3.00% $682,558
2.00% $1,073,231 79 4.50% $713,273
1.00% $1,083,963 80 7.00% $763,203
2.75% $1,113,772 8l 12.00% $854,787
1.00% $1,124910 82 18.00% $1,008,649
2.00% $1,147,408 83 1.50% $1,023,778
1.00% $1,158,882 84 -4.00% $982,827
2.00% $1,182,059 85 -8.50% $899,287
1.00% $1,193,880 86 4.50% $939,755
2.00% $1,217,758 87 12.75% $1,059,573
1.00% $1,229,935 88 3.50% $1,096,659
2.00% $1,254,534 89 2.00% $1,118,592
1.00% $1,267,079 90 9.00% $1,219,26
2.00% $1,292,421 91 6.00% 292,421
3.44% $1,292,421 3.44% $1,292,421

Same

Same

Sequence
of
returns
reversed
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		Scenario 1								Scenario 2

		Age		Annual Return		TSP Balance EOY				Age		Annual Return		TSP Balance EOY

		62		NA		$500,000				62		NA		$500,000

		63		6.00%		$530,000				63		2.00%		$510,000

		64		9.00%		$577,700				64		1.00%		$515,100

		65		2.00%		$589,254				65		2.00%		$525,402

		66		3.50%		$609,878				66		1.00%		$530,656

		67		12.75%		$687,637				67		2.00%		$541,269

		68		4.50%		$718,581				68		1.00%		$546,682

		69		-8.50%		$657,502				69		2.00%		$557,615

		70		-4.00%		$631,202				70		1.00%		$563,192

		71		1.50%		$640,670				71		2.00%		$574,455

		72		18.00%		$755,990				72		1.00%		$580,200

		73		12.00%		$846,709				73		2.75%		$596,156

		74		7.00%		$905,979				74		1.00%		$602,117

		75		4.50%		$946,748				75		2.00%		$614,159

		76		3.00%		$975,150				76		4.00%		$638,726

		77		3.75%		$1,011,718				77		3.75%		$662,678

		78		4.00%		$1,052,187				78		3.00%		$682,558

		79		2.00%		$1,073,231				79		4.50%		$713,273

		80		1.00%		$1,083,963				80		7.00%		$763,203

		81		2.75%		$1,113,772				81		12.00%		$854,787

		82		1.00%		$1,124,910				82		18.00%		$1,008,649

		83		2.00%		$1,147,408				83		1.50%		$1,023,778

		84		1.00%		$1,158,882				84		-4.00%		$982,827

		85		2.00%		$1,182,059				85		-8.50%		$899,287

		86		1.00%		$1,193,880				86		4.50%		$939,755

		87		2.00%		$1,217,758				87		12.75%		$1,059,573

		88		1.00%		$1,229,935				88		3.50%		$1,096,659

		89		2.00%		$1,254,534				89		2.00%		$1,118,592

		90		1.00%		$1,267,079				90		9.00%		$1,219,265

		91		2.00%		$1,292,421				91		6.00%		$1,292,421

				3.44%		$1,292,421						3.44%		$1,292,421






__RoR_Inflation)

[ ) [ J (] [ ) [ ) [ ) 62
Scenario | incorporating inflation and withdrawals based on 4% rule 63ww
$700,000 - 20% 64910051 12:25%1

65 2.00% 3.00%

66 3.50% 1.75%

$600,000 67 12.75% 2.00%

I5% 6o FS0I MISORN

69 -8.50% -0.50%

70 -4.00% 3.75%

$500,000 71 1.50% 2.50%

0% 7 [0 N2S0RN

73 12.00% 3.75%

$400,000 74 7.00% 4.50%

75 4.50% 3.50%

5% 7 ouE NS

77 3.75% 3.25%

\ N
$300,000 ’ 2 AN
Vol \ | < < —< ' 78 4.00% 2.50%
79 2.00% 2.25%
; 0% go Jillo05] MN75%N
$200,000 81 2.75% -0.50%
82 1.00% 2.00%
o 83 2.00% 2.00%
$100,000 5% g4 |Jiio0% 500N
$43.308 85 2.00% 3.00%
$20,00 2,34 24,3 28,64 ‘ ‘ . 86 1.00% 4.00%
$0 _10% 87 2.00% 4.00%

0
62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 83 89 90 9I gmw
o mm Balance Total distribution —Inflation —Annual RoR 90 1.00% 4.00%
- ! . . 91 2.00% 3.00%
— Thrift Savings Plan ] 3.44% | 2.72% |
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_RoR_Inflation)
[ ) [ J (] [ ) [ ) [ ) 62
Scenario 2 incorporating inflation and withdrawals based on 4% rule 63ww

$700,000 (The sequence of returns are reversed from the previous scenario) - 20% 64 iiko0%) N2:25%0
65 2.00% 3.00%

66 1.00% 1.75%

$600,000 67 2.00% 2.00%

- 15% oo |Hiio0%l M0%A

69 2.00% -0.50%

70 1.00% 3.75%

$500,000 71 2.00% 2.50%

0% 72 oo NaseRn

73 2.75% 3.75%

$400,000 74 1.00% 4.50%

75 2.00% 3.50%

5% 7 o NS

77 3.75% 3.25%

#0000 ™ 300% 250%

> <> \ ! / / 79 4.50% 2.25%
T Vv 0% so |io0s IN75%N
$200,000 81 12.00% -0.50%
82 18.00% 2.00%
go, 83 1.50% 2.00%
$100,000 7% 84 .4.00% 3.00%
85 .8.50% 3.00%
$20.00 22.34 24,3 $28,6- $32,72 $25,333 86 4.50% 4.00%
50 oo 871275% -

62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 83 89 90 9I a8 [N =
.t mm Balance Total distribution —Inflation —Annual RoR 9o N

r~ Thrift Savings Plan B 31 7% | 2.54% |

57
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Sequence of returns
are withdrawals!

Scenario | incorporating inflation and withdrawals based on 4% rule

$700,000

$600,000

$500,000

$400,000

$300,000 =

Lo A

[

%

r 20%

- 15%

0%

$200,000

$100,000

¥ A

s ,31 51,5

4

62 63 64 65 66 67 68 69 TO 71 T2 73 74 75 76 T7 7B 79 80 8] 81 83 384 85 86 87 83 89 %0 9I

#
k3
e
-

mwBalance

'Total distribution

hrift Savings Plan

~—Inflation

——Annual RoR

%Thriﬂ- Savings Plan

matters greatly if there

| RoR _|inflation]
62[[NAT] 2.50%

63 6.00% 3.50%
64 900%

65 2.00% 3.00%
66 0%

67 12.75% 2.00%
68

69 -8.50% -0.50%
70 EG6

71 1.50% 2.50%
72 o

73 12.00% 3.75%
74

75 4.50% 3.50%
76

77 3.75% 3.25%
78

79 2.00% 2.25%

81 2.75% -0.50%
521100 200%
83 2.00% 2.00%
84

85 2.00% 3.00%
26

87 2.00% 4.00%

89 2.00% 3.00%

90[1:00%] | 4.00% |

91 2.00% 3.00%

rn

Scenario 2 incorporating inflation and withdrawals based on 4% rule

$700,000

$600,000

$500,000

$400,000

$300,000

7N
N 2
/\

N

s

r 20%

0%

$200,000

$100,000

i i

EhkLET

Ul

62 63 64 65 66 67 68 69 70 71 72 73 74 T5 T6 77 78 79 80 Bl 82 83 B4 85 86 BT @8 89 %0 91

i Balance Total distribution

hrift Savings Plan

~—Inflation

—Annual RoR

| RoR_[Inflation}
62[ NAC || 2.50%
63 2.00% 3.50%
64 100% 225%
65 2.00% 3.00%
(-1
67 2.00% 2.00%

71 2.00% 2.50%
72

73 2.75% 3.75%
74

75 2.00% 3.50%
78 00w 375%
77 3.75% 3.15%
78 300%

79 4.50% 2.25%
80 [7.00%!

81 12.00% -0.50%
82 in00%

B3 1.50% 2.00%

LT =
T 3.7 | 254 |
(N
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"
& Managing sequence risk

* Spend glinservatively ...

<« Talce gitributions that are as small as you can afford for first few yea
pet@Ement

'.b-‘e"painful and/or uncgenfortable to live below the ng you desire

nending basgf on market retur

1 less when nag eturns are below a g limit™®

ler said thani@®ne!

' ° R cet Dlati of yaur investment mix

Use t
Life

power of dive arket risk mitigation built intc
cle funds, e.g., the Lifecycle Income Fund

ple and automatic!

*You will have to guess — how many years, what rate

- %Thrift Savings Plan
T



Lifecycle
Income Fund

Obijective is to achieve a low level of
growth with a high emphasis on
preservation of assets

The L Income Fund’s asset allocation
does not change quarterly

It is rebalanced daily to maintain its
target investment mix

L Income Allocation

Portfalio allocation

100%

S0%e

255

11

January 2018 January 2022 Jznuary 2026

@®GFund @ FFund @ CFund @ SFund @ I Fund

Expected Return

L Funds and the Efficient Frontier

C

L2055, L 2060,
& L2065
L ]
. P
” \) L2050
- \) L20as @
®
\’ L2l25
Ly
! ‘ L2030
..
L2025
-
Q'
LIQ . . G Fund
MD:I*E' - . F Fund
. C Fund
. S Fund
. | Fund

Expected Risk _>



Performance of the TSP Fund Share Prices

$90
$85
$80
$75
$70
$65
$60
$55
$50
$45
$40
$35
$30
$25
$20
$15
$10

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

—G Fund —F Fund —CFund —S Fund —I Fund CPI (Inflation)

-—
-

-
-

:** < o o Source: TSPgov:
— %Thl‘lﬂ' Savings Plan : .


https://www.tsp.gov/InvestmentFunds/FundPerformance/index.html

Spending shock risks

Inflation, Long-term care, Longevity related financial issues, Divorce,
Death of a spouse, Changes to tax rules



Inflation — Impact on Cost of Living Allowances

FERS COLA

If inflation FERS COLA
increases by: increases by:

S Up — . Same as
to inflation
2%

1t =

300
280
260
240
220

300

290
280
270

Social Security COLA

2021 CPI-W

The average CPI-W
for the third quarter
of the previous year
is compared to the
average CPI-W for
the third quarter of
the current year.
Whatever the
percentage change
is, Social Security
benefits for the next
calendar year will
increase by the same
amount.*

*Social Security Administration Publication No. 05-10526
https://www.opm.gov/frequently-asked-questions/retire-fag/post-retirement/how-is-the-cost-of-living-adjustment-cola-determined/



Inflation — Impact on purchasing power

* Retirees face the risk that inflation will erode the purchasing power of their savings as
they progress through retirement

* With 3 percent average annual; inflation, the purchasing power of a dollar will fall by more
than half in 25 years

Assuming 3% annual inflation

$180,000
$160,000
-
$140,000 / "
L
e

$120,000 ot ——
$100,000 p—
$80,000
$60,000
$40,000
$20,000

$0

I 2 3 4 5 6 7 8 9 10 11 12 13 14 I5 16 17 18 19 20 21 22 23 24 25

Managing inflation risk of a volatile portfolio

* Assume a particular inflation rate for entire retirement period and project spending increases
accordingly, or

* Assume spending in today’s dollars but project assets at a real rate of return that has inflation
removed



However...

* Many retiree households’ spending will not keep pace with inflation in as their
consumption basket changes over time

* Many retirees may naturally consume less with age, which means their overall
budget will not grow as quickly as the inflation rate



Retirement income
drawdown strategies

Flooring, systematic, bucket



Retirement Income Strategies

* Focus of how to manage your TSP savings shifts from maximizing returns
(accumulation) to provide income to meet spending needs and having a
balance to draw from for the rest of your life (decumulation)

* There are many different “strategies” that span the spectrum of expected
risk return as well as the logic (and motives) they’re based on

* Assessing what strategy or strategies may be optimal for you can be very
difficult and confusing but it can be done if you:
* Are willing to do the research with an agnostic approach

* Have a clear understanding of your attitudes and preferences when it comes to
managing financial risk in retirement

¢ %Thriﬂ- Savings Plan
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Retirement income preferences

Optionality

Evaluate withdrawal options
on an on-going basis

on an on-going basis

Contractually-protected Managing a diversified
lifetime income for investment portfolio
essential expenses Systematic

Evaluate withdrawal options

Time segmentatlon withdrawals based | with investment

Comfortable with
market growth
despite volatility

Market
participation

Protected
income

Contractually-protected lifetime
income for essential expenses

“Risk wrap”’
Market

participation
with investment
growth

Lnommltment
Thrift Savings

Probability-Based

69



o

Retirement Income Strategies

#
k3
kg
-

e
E
o

*

Systematic Strategy

Probability-based Optionality

* Begin by withdrawing an amount

equal to 4% of account balance over

the course of the first year
* For each subsequent year, multiply the * Monthly distributions = $1,667/month

preceding year’s dollar amount and
add an inflation factor based on the

previous year’s inflation rate
* Don’t adjust for market returns

* Inflation will determine how much

money is withdrawn

* Market returns will determine how

long the money lasts

 Balance at retirement = $500,000
= $500,000 x 4% = $20,000 (for first year)

* Second year: Adjust for inflation (2.5%)
= $20,000 X .025 = $500

+ $20,000 + $500 = $20,500

* Monthly distributions = $1,708/month

~ Essential vs.
Discretionary Strategy

Safety-First

Commitment

$120,000

$100,000

$80,000

560,000

540,000

520,000

30

- Time Segmentation

Strategy

Safety-First

Optionality

Projected annual cash flow

Liabilities

}— Discretionary expenses

$70,000 of fixed income and $72,000 of
~ T essential expenses

Essential expenses

Guaranteed Very Conservative Moderate
income conservative growth growth

Entire retirement period

Source: Pfau,Wade. 2017. How Much Can | Spend in Retirement:
A Guide to Investment-Based Retirement Income Strategies.

%Thriﬂ- Savings Plan
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Systematic Strategy Example

° Begirl\ by Zv/ith?lrawing anbalmount * Balance at retirement = $500,000

equal to 4% of account balance over ,

tf?e course of the first year * $500,000 x 4% = $20,000 (for first year)
* For each subsequent year, multiply the * Monthly distributions = $1,667/month

preceding year’s dollar amount and

2dd an inflation factor based on the * Second year: Adjust for inflation (2.5%)

previous year’s inflation rate * $20,000 X .025 = $500

* Don’t adjust for market returns - $20.000 + $500 = $20.500

* Inflation will determine h h ’
nrq\o?\é())l?svr/:/ithgreel:vnrq\lne oW mHe * Monthly distributions = $1,708/month

* Market returns will determine how
long the money lasts

i %Thriﬂ- Savings Plan




- Essential vs.

Discretionary Strategy

Projected annual cash flow
$120,000

$100,000

$80,000

$60,000

$40,000

$20,000

$0
Assets Liabilities

} Example

‘} Discretionary expenses

$70,000 of fixed income and $72,000 of
~ essential expenses

— Essential expenses




- Time Segmentation

Strategy

Guaranteed Very Conservative
income conservative growth

Example

Moderate
growth

Entire retirement period

Growth

C



Fund Reallocation
Before

$100,000

| Fund
15.00%

S Fund
19.00%

C Fund
23.00%

G
F

Change allocation to: C
5
I

After
$100,000

| Fund
15.00%

S Fund
20.00%

i %Thrift Savings Plan
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Fund Transfer ($ basis) - example |
Before After

$100,000 $100,000

GFund 39% $39,000 37% $37,000

FFund 4%  $4,000 4% $4,000

CFund 23% $23,000 23.68% $23,680

19.67% $19,660

SFund 19% $19,000

15.66% $15,660

| Fund 15% $15,000

| Fund

15.00%
G Fund

0
S Fund 39.00%

19.00%

C Fund
23.00%

— %Thrift Savings Plan



Example of using a Funds Transfer to replicate
taking withdrawal from only the G Fund

Retire receives installment
payment from their TSP
account - the payment comes
out “pro-rata”

Percent of Pro-rata
Fund account withdrawal
G Fund 50.00% $1,500.00
F Fund 10.00% $300.00
C Fund 15.00% $450.00
S Fund 15.00% $450.00
| Fund 10.00% $300.00
100.00% $3,000.00




Example of using a Funds Transfer to replicate
taking withdrawal from only the G Fund

Retire receives installment

payment from their TSP After retiree receives
account - the payment comes distribution, they do a funds

out “pro-rata” transfer in their account
Percent of Pro-rata Fund Transfer

Fund account withdrawal | Transfer out Transfer in

G Fund 50.00% $1,500.00 G Fund $1,500.00

FFund 10.00% $300.00 F Fund $300.00

C Fund 15.00% $450.00 C Fund $450.00

S Fund 15.00% $450.00 S Fund $450.00

| Fund  10.00% $300.00 | Fund $300.00
100.00% $3,000.00 $1,500.00 $1,500.00




Example of using a Funds Transfer to replicate
taking withdrawal from only the G Fund

Impact of making
the funds transfer

Retire receives installment is the equivalent of
payment from their TSP After retiree receives having taken a
account — the payment comes distribution, they do a funds distribution from

out “pro-rata” transfer in their account only the G Fund
Percent of Pro-rata Fund Transfer

Fund account withdrawal | Transfer out Transfer in Change to balance

G Fund 50.00% $1,500.00 G Fund $1,500.00 -$3,000.00

FFund 10.00% $300.00 F Fund $300.00 $0.00

C Fund 15.00% $450.00 C Fund $450.00 $0.00

S Fund  15.00% $450.00 S Fund $450.00 $0.00

| Fund  10.00% $300.00 | Fund $300.00 $0.00
100.00% $3,000.00 $1,500.00 $1,500.00 -$3,000.00




Drawdown and balance
sustainability scenarios



|_RoR_Inflation|

RoR scenario #l of Systematic Approach (using 4%) T

$700,000 - 20% 3 910051 18255

4 4.50% 4.00%

5 3.50% 2.75%

6 12.75% 3.00%

$600,000 - 15% 7 |A50%) se

8 -8.50% 1.50%

9 -4.00% 4.75%

$500,000 10 2.75% 3.50%

0% | SO NS0

12 12.00% 4.75%

13/ 7.50% 4.50%

14 4.50% 3.50%

$400,000
5% 1 e N

$300,000 N \ l‘ ‘ ‘ \ ‘ / 16 8.75% 3.25%
’ ‘ 17 5.00% 2.50%

18 8.00% 2.25%
- B B REREANTY o[

$200,000 20 8.00% -0.50%
21 5.50% 3.00%

o 22 -6.75% 3.00%
$100,000 3% 23 5505 IE00%N
) \ $50,612 24 9.00% 3.00%
$20,00 73,22 | ' 25 -4.00% 4.00%

$0 10% 26 7.75% 4.00%

| 2 3 4 5 6 7 8 9

10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 27--
28 8.50% 3.00%

.t mm Balance Total distribution —Inflation —Annual RoR 29 3.75% 4.00%
- 30 2.00% 3.00%

r+ Thrift Savings Plan B s.00% | 3.05% |

CAGR =4.78% 80




$700,000

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000

$0

RoR scenario #l of Systematic Approach (using 4%)

(with higher inflation rates)

~/ \

h

\

16 17 18 19 20 21 22 23 24 25 26 27 28 29 30

10 Il 12 13 14 1I5

mw Balance Total distribution

Thrift Savings Plan

—Inflation

—Annual RoR

w

20%

15%

10%

5%

0%

-5%

- =10%

|_RoR_Inflation|

2 10.00% 8.00%

3 9.00% 7.00%

4 4.50% 5.00%

5 3.50% 4.50%

6 12.75% 3.00%

7 450% 2.50%

8 -8.50% 2.00%

9 -4.00% 3.75%

10 2.75% 3.00%

12 12.00% 3.75%

13/ 7.50% 4.50%

14 4.50% 3.50%

5 3.50% 3.75%

16 8.75% 3.25%

17 5.00% 2.50%

18 8.00% 2.25%

19 2.75% 1.75%

20 8.00% 1.50%

21 5.50% 2.00%

22 -6.75% 2.00%

23 3.50% 3.00%

24 9.00% 3.00%

25 -4.00% 4.00%

26 7.75% 4.00%

27 2.75%  4.00%

28 8.50% 3.00%

29 3.75% 4.00%

30 2.00% 3.00%
W2 5.00% | 3.63%
CAGR = 4.78% :



__RoR_lIGilation
RoR Scenario #1 (4%) with RMDs* beginning at age 73 T
$700,000 - 20% o7 |l00%I IEEEN

68 4.50% 4.00%

69 3.50% 2.75%

$600,000 70 12.75% 3.00%

- 15% 71 SR MiSo%n

72 -8.50% 1.50%

73 -4.00% 4.75%

$500,000 74 2.75% 3.50%

10% 75 g0 NS0

76 12.00% 4.75%

77750 4sox
‘ k 78 4.50% 3.50%

$400,000
N ~> ‘ ‘ 5% 79 |5IS0%1 NS5
$300,000 \
$200,000 ’
$100,000
g (
$20,00 ) ) )

/ 80 8.75% 3.25%
‘ 81 5.00% 2.50%
. 82 8.00% 2.25%
***** 0% g3 R
84 8.00% -0.50%
85 5.50% 3.00%
L 5o 86 -6.75% 3.00%
7 87/3150%] 13:00%"
B oc $50,612 88 9.00% 3.00%
89 -4.00% 4.00%
$0

S (b 1 v 0 O OO O I

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 83 89 90 91 92 93 94 :;ww

o mm Balance Total distribution ——RMD* —Inflation —Annual RoR 93 3.75% 4.00%

Ly X . . 94 2.00% 3.00%

— Thrift Savings Plan S s.00% | 3.25% ]

CAGR =4.78% 82



$700,000

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000

RoR scenario #1 (using 4%) with poor returns first five years

Thrift Savings Plan

16 17 18

—Inflation

"‘ 7 . BB v
‘ 23,2 26,79 $32,5 $

5 6 7 8 9 10 Il 12 13 14 15

. mw Balance Total distribution

19 20 21

—Annual RoR

22 23 24 25 26 27 28 29 30

20%

15%

10%

5%

0%

-5%

-10%

_RoR_[Inflation
| -5.00% 3.50%
2 2.00% 4.50%

3 -3.00% 3.25%

4 2.00% 4.00%

5 -3.00% 2.75%

6 12.75% 3.00%

7 450% 1.50%

8 -8.50% 1.50%

9 -4.00% 4.75%

10 2.75% 3.50%

12 12.00% 4.75%

13/ 7.50% 4.50%

14 4.50% 3.50%

5 3.50% 3.75%

16 8.75% 3.25%

17 5.00% 2.50%

18 8.00% 2.25%

19 2.75% 2.75%

20 8.00% -0.50%

21 5.50% 3.00%
22 -6.75% 3.00%
23 3.50% 3.00%
24

sk
27

2

30

T 3.70% | 3.25% |

CAGR = 3.46% 83



__RoR _{IBISSION
RoR Scenario #2 (4%) with RMDs* beginning at age 73 EE I
$700,000 - 25% o7 |9150%1 3250

68 -4.50% 4.00%

69 17.0% 2.75%

20% 70 12.75% 3.00%

71 4.50% 1.50%

72 -5.50% 1.50%

73 16.5% 4.75%

(o)
15% 74 450% 3.50%

75 18.0% 3.50%

76 13.0% 4.75%

10% 77 [E70%1 [4:50%1

78 9.00% 3.50%

79 3.00% 3.75%

80 15.0% 3.25%

81 6.50% 2.50%

‘ \ 82 12.0% 2.25%
83 -6.00% 2.75%
$200,000 I S I e B BA BN BN BN BN B R B RYIE B EE BN B L 84 2.75% -0.50%
85 13.0% 3.00%
86 6.00% 3.00%
$100,000 - .5%  87/-8:00%]3.00% |
88 21.00% 3.00%
$20.00 $23,23 26,79 89 -8.00% 4.00%
90 2.00% 4.00%

$0 - -10%

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 :;mm
=hao (] . (<]

. ww Balance Total distribution RMD* ——Inflation —Annual RoR 93 14.00% 4.00%
o 94 -3.00% 3.00%

r~ Thrift Savings Plan T 6.00% | 3.25% ]

CAGR =5.73% 84

$600,000

$500,000

$400,000

$300,000 5%




$700,000

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000

$0

RoR scenario #2 (using 4%) with poor returns first five years

12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30

I

“ mw Balance

Thrift Savings Plan

10 11

Total distribution

|

—Inflation

/

$42,003

—Annual RoR

25%

20%

15%

10%

5%

0%

-5%

-10%

4.95% 3.25% |

_RoR_[Inflation
| -5.00% 3.50%
2 2.00% 4.50%

3 -5.00% 3.25%

4 2.00% 4.00%

5 -5.00% 2.75%

6 12.75% 3.00%

7 450% 1.50%

8 -5.50% 1.50%

9 165% 4.75%

10 4.50% 3.50%

12 13.0% 4.75%

13 -7.0% 4.50%

14 9.00% 3.50%

5 3.00% 3.75%

16 15.0% 3.25%

17 6.50% 2.50%

18 12.0% 2.25%

19 -6.00% 2.75%

20 2.75% -0.50%

21 13.0% 3.00%

22 6.00% 3.00%

23 -8.00% 3.00%

24 21.00% 3.00%

25 -8.00% 4.00%

26 2.00% 4.00%

2
291

30

CAGR =4 699, 85



RoR scenario #2 (using 4%) with poor returns first five years -

$700,000 no adjustment for inflation in year following negative return | 25% 3[s.00%

2.00%
-5.00%
12.75%

$600,000 " - 20%

NV O NOoONUTARWN -

$500,000 - 15% 1o 450% 3.50%

A I1118.0% 3.50%

12 13.0%_  4.75%

$400,000 - 10% 13
14 9.00%

5 3.00%

16 15.0% 3.25%

$300,000 5% s s
\ / 18 12.0% 2.25%
191-6.
AU } X ‘ . . . ’ \'/ - 0% 20 2.75%
| 21 DS
22 6.00% 3.00%
$100,000 59 23[-8.00%
$ U - 3 4 4 - 7 U :7 $ ’622 .
- -10%
I 2 3 4 6 7 9 8

$0
5 8 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
™ mwBalance Total distribution —Inflation —Annual RoR
: - - -
— ¢ Thrift Savings Plan |
CAGR = 4 69% 86



__RoR _{IBISSION
RoR Scenario #2 (using 5%) with RMDs* beginning at age 73 ¢ sor soox.
$700,000 - 25%  67(9:50%)13.:25%

68 -4.50% 4.00%

69 17.0% 2.75%

$600,000 ~ 20% 70 12.75% 3.00%
" 71 4.50% 1.50%

72 -5.50% 1.50%

73 16.5% 4.75%

L ()
15% 74 450% 3.50%

A 75 18.0% 3.50%

76 13.0% 4.75%

- 10% 77 [E70%0 [4:50%1

78 9.00% 3.50%

79 3.00% 3.75%

5% 80 15.0% 3.25%

P |~ 81 6.50% 2.50%

82 12.0% 2.25%

83 -6.00% 2.75%

- 0% 84 2.75% -0.50%

\ 85 13.0% 3.00%

86 6.00% 3.00%

- 5%  87[8:00%I[13.00%1

$ Sﬂi 88 21.00% 3.00%
|

$500,000
$400,000

$300,000

\
‘ \
$200,000 - ‘ Il BN En =
$100,000
$ ! $ $ ,4
$0

— -10%
65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 9|--

89 -8.00% 4.00%

90 2.00% 4.00%

92
e ww Balance Total distribution RMD#* —Inflation —Annual RoR 93
** 94
= ~ ™ ™
— Thrift Savi ngs Plan [Average WXTAEFTAN

CAGR =5 739, 87



RoR scenario #2 (using 5%) with poor returns first five years

$700,000

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000

Sl

mw Balance

5

Thrift Savings Plan

8

9

/

,48 $40,6

10 11 12 13 14 15
Total distribution

16 17 18

—Inflation

19 20 21

—Annual RoR

22 23 24 25 26 27 28 29 30

25%

20%

15%

10%

5%

0%

-5%

-10%

4.95% | 3.25% |

|_RoR_|Inflation
| -5.00% 3.50%
2 2.00% 4.50%

3 -5.00% 3.25%

4 2.00% 4.00%

5 -5.00% 2.75%

6 12.75% 3.00%

7 450% 1.50%

8 -5.50% 1.50%

9 165% 4.75%

10 4.50% 3.50%

12 13.0% 4.75%

13 -7.0% 4.50%

14 9.00% 3.50%

5 3.00% 3.75%

16 15.0% 3.25%

17 6.50% 2.50%

18 12.0% 2.25%

19 -6.00% 2.75%
2
2
;:
27

291

30

CAGR =4 699, 88



RoR |Inflation

RoR scenario #2 of (using 5%) with poor returns first five years
$700,000 — no adjustment for inflation in year following negative return  25%

Ui D WIN =—

$600,000 20%

$500,000 - 15% 10 a50% 3.50%

12 _13.0%  4.75%

$400,000 - 10% 13
14 9.00%

’ 15 3.00%

16 15.0% 3.25%

3% 7 s masoRn

2.25%

> 18 12.0%
19]-6.00%
R NI EE v y ! V - 0% 20
\ 21 [I3:0%!
22 6.00% 3.00%
5% 23 -8.00%;|
24
) $33,48 $3.6 V 25 4. 00%

$300,000

$200,000 }‘ “ T ‘ 1
$100,000
$25,00 26,7 A
26
= -10% - -
I 2 3 4 5 6 7 8 9 ;;
L ww Balance Total distribution —Inflation —Annual RoR 2114.00%)
* 30

—— . o» Thrift Savings Plan ST 4.95% | 2.38% |

CAGR =4 699, 89
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Case Study: Mike

Mike, age 56 is currently earning approximately $96,000/yr. He wants to retire on ~80% of his
income at age 65

\
\
\
\
\
N\
N

He currently has $250,000 in his TSP and is contributing at the rate of 5%.

If he continues to work until age 65 contributing at the same rate and his salary increases at
~3%lyr., and 25 i take out any 1oans ur v.thdrawals, what would his balance be at age 65?

« At 5% Rate of Return (RoR)/yr ~ $509,000
- At 7% RoR/yr~$592,000

If his salary increases at ~3%lyr., it will be about $125,260 at 65

80% of his last year’s salary would be about $100,200
His monthly “Expected Need” would be $100,200 divided by 12:

*

Calculatlons made using https://www.aarp.org/work/retirement-planning/40 | k_calculator.html

%Thl‘lf‘l‘ Savings Pla

*14*

90



Case Study: Mike

If Mike begins receiving Social Security retirement income at the begjnning
of his retirement (age 65), we can estimate his monthly benefit a

3

Mike’s FERS annuity at age 65 using FERS formula at OPM.gov:

$124,000 x 30 years x |.1% = $40,920; subtract=bdZ for Survivor Annuity ($36,828)
536,828/12€ $3,070

This is the amount hé’ll have
to take monthly from his
retirement savings (TSP)

| - This is his total monthly
I income need

re Thrift Savings Plan

91



Mike: Beginning balance =

$700,000

$600,000

$500,000

$400,000

$300,000

$200,000

$100,000

il

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94

mw Balance Total distribution

Thrift Savings Plan

—Inflation

—Annual RoR

N

$509,000 & withdrawals @ 4% (5% RoR)
i'i i!‘i

- 20%

15%

- 10%

5%

0%

-5%

523

- =10%

|_RoR_Inflation|

65 5.00% 3.50%

66 10.00% 4.50%

67 9.00% 3.25%

68 4.50% 4.00%

69 3.50% 2.75%

70 12.75% 3.00%

71 4.50% 1.50%

72 -8.50% 1.50%

73 -4.00% 4.75%

74 2.75% 3.50%

75 18.50% 3.50%

76 12.00% 4.75%

77 7.50% 4.50%

78 4.50% 3.50%

79 3.50% 3.75%

80 8.75% 3.25%

81 5.00% 2.50%

82 8.00% 2.25%

83 2.75% 2.75%

84 8.00% -0.50%

85 5.50% 3.00%

86 -6.75% 3.00%

87 3.50% 3.00%

88 9.00% 3.00%

89 -4.00% 4.00%

90 7.75% 4.00%

91 2.75% 4.00%

92 8.50% 3.00%

93 3.75% 4.00%

94 2.00% 3.00%

U 5.00% | 3.25% |

CAGR =4 789, 9?2



|_RoR |
Mike: Beginning balance = $592,000 & withdrawals @ 4% (7% RoR) ¢ I
25% 7 iO0R IS

68 6.50% 4.00%

$1,400,000 69 5504 275%

20% 70 14.75% 3.00%

71 6.50% 1.50%

$1,200,000 72 -6.50% 1.50%

73 -2.00% 4.75%

- I15% 74 4.75% 3.50%

$1,000,000 75 20.50% 3.50%

76 14.00% 4.75%

- 10% 77 [9i50%1 F450%N

N

$800,000 78 6.50% 3.50%
b | N 81 7.00% 250%
‘ 82 10.00% 2.25%
‘ 53 475% 275%
0% 8410.00% -0.50%
85 7.50% 3.00%
86 -4.75% 3.00%
-5% 87 51505 N3100%N
88 11.00% 3.00%
| 4 & .2 A 59,9
_joy  90.9-75% 4.00%
65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 91 4.75% 4.00%

79 5.50% 3.75%
. 5% 80 10.75% 3.25%

$600,000 \

$400,000 ‘ .

$200,000

$1,973/month & E ’ | . 5 89
$0 ——

92 10.50% 3.00%

Lt mm Balance Total distribution —Inflation —Annual RoR 93 5.75% 4.00%
:' X . . 94 4.00% 3.00%
— Thrift Savings Plan L ] 7.00% | 3.25%

CAGR = 6 71% 93



Mike: Beginning balance = $509,000 & withdrawals @ 7.2% (5% RoR)

$700,000 - 20%

$600,000 5%

$500,000
- 10%
$400,000 ‘
- 5%
\/
$300,000

””” \ V4 0%
$200,000
$100.000 -5%
$3,050 x 12 = $36 600 52,49
$0 -10%

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94

. mw Balance Total distribution —Inflation —Annual RoR

_RoR_[Inflation
65 5.00% 3.50%
66 10.00% 4.50%

67 9.00% 3.25%

68 4.50% 4.00%

69 3.50% 2.75%

70 12.75% 3.00%

71 4.50% 1.50%

72 -8.50% 1.50%

73 -4.00% 4.75%

74 2.75% 3.50%

75 18.50% 3.50%

76 12.00% 4.75%

77 7.50% 4.50%

78 4.50% 3.50%

79 3.50% 3.75%

80 8.75% 3.25%

81 5.00% 2.50%

82 8.00% 2.25%

83 2.75% 2.75%

84 8.00%

k) 5.50% | 3.00%

86 -6.75%

g 3.50% | 3.00%

88 9.00%

4] -4.00%] 4.00%

90 7.75%

] 2.75% | 4.00%

92 8.50%

o3 ENEA XV

94 2.00%

——— 1 o Thrift Savings Plan L ] 5.00% | 3.25% |

CAGR =4 789, 94



Mike: Beginning balance = $592,000 & withdrawals @ 6.2% (7% RoR)
$700,000 - 25%
$600,000 L 0%
$500,000 - 15%
$400,000 - 10%
$300,000 sy

|
$200,000 ’ ! B
$100,000
ﬁ ﬂ | 343,518
, b

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94

. mw Balance Total distribution —Inflation —Annual RoR

- 0%

- -5%

-10%

Thrift Savings Plan

|_RoR_Inflation|

65 7.00% 3.50%

66 12.00% 4.50%

67 11.00% 3.25%

68 6.50% 4.00%

69 5.50% 2.75%

70 14.75% 3.00%

71 6.50% 1.50%

72 -6.50% 1.50%

73 -2.00% 4.75%

74 4.75% 3.50%

75 20.50% 3.50%

76 14.00% 4.75%

77 9.50% 4.50%

78 6.50% 3.50%

79 5.50% 3.75%

80 10.75% 3.25%

81 7.00% 2.50%

82 10.00% 2.25%

83 4.75% 2.75%

84 10.00% -0.50%

85 7.50% 3.00%

86 -4.75% 3.00%

87 5.50% 3.00%

88 11.00% 3.00%

89 -2.00% 4.00%

90 9.75% 4.00%

91 4.75% 4.00%

92 10.50% 3.00%

93 5.75% 4.00%

94 4.00% 3.00%

U 7.00% | 3.25% |

CAGR = 6 71% 95



|_RoR |
Mike: Beginning balance = $700,000 & withdrawals @ 4.5% (5% RoR) il S
20% 7[00 IS

$800,000 68 4.50% 4.00%

69 3.50% 2.75%

70 12.75% 3.00%

I5% 71 FS0sI iS0n

72 -8.50% 1.50%

73 -400% 475%
$600,000 74 2.75% 3.50%
‘ 0% 7 0% NS0

$700,000

76 12.00% 4.75%
$500,000

77 7.50% 4.50%

78 4.50% 3.50%

% 79 EoRI NS

80 8.75% 3.25%

$400,000 ‘ ' \ ‘V
‘ 81 5.00% 250%
82 8.00% 2.25%
$300,000 : 0% o3 iR
84 8.00% -0.50%
$200,000 85 5.50% 3.00%
o 86 -6.75% 3.00%
3% 575505 IE00%0
$|00 000 - 66, 1 5 $66,838 88 9.00% 3.00%
(! E ) 89 -4.00% 4.00%
10% 90 7.75% 4.00%

w

65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 :;-8507 -3007

o mm Balance Total distribution —Inflation —Annual RoR 93 3.75% 4.00%

- ! . . 94 2.00% 3.00%

— Thrift Savings Plan S s00% | 3.25% ]

CAGR =4 789, 96



If Mike begins Social Security benefits at age 70

Retirement Information you submitted

Your estimated monthly benefit amount, beginning at age 70 in 2036,  |Date of birth: 6/15/1966
is $3,287.00. For your estimate, we assumed no future increases in Current earnings: $96,000.00

prices or earnings. Benefit in year-2022 dollars

We have calculated your benefits by making certain assumptions Retirement month: 6/2036
about your past earnings. Please look at these earnings to see if
they appear reasonable to you. You can change them and see the
effect on your benefit estimates!

| See the earnings we used ]

Social Security benefits are the foundation on which to build a financially secure retirement. Savings and pensions also are key components
of your retirement plan.

Mike’s annual benefit at age 70 would be: $3,287 x 12 = $39,444

¢ %Thriﬂ- Savings Plan



Mike: Beginning balance = $592,000 & withdrawals @ 10.7%, then 6.9% @ Year 6 (5% RoR) 65 [ 3.50% |

66 10.00% 4.50%

$700,000 - 20% 67500 IR

68 4.50% 4.00%

69 3.50% 2.75%

$600,000 70 12.75% 3.00%

!

72 -8.50% 1.50%
10% -
= ° o, )
6566 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 91 eV R

73 -4.00% 4.75%
74 2.75% 3.50%
92

Close to % mm Balance Total distribution —Inflation —Annual RoR 93 kN AR XA

$500,000

$400,000
78 4.50% 3.50%

% 7o [SS0INTH

80 8.75% 3.25%

| /\ | 0
82 8.00% 2.25%
’ 111 \4 0% g3 |BlTE TSN
84 8.00% -0.50%
1] 5.50% | 3.00% |
4 ’6 $ ’4

$300,000

$200,000

$73,567

86
$|oo,ooo % a1

88
$18,971 :17-4.00% | 4.00%

Close to
$63,384 $0

10% 75 SO IS0
76 12.00% 4.75%

3

$32,744 . . 94
—— Thrift Savings Plan e ] 5.00% | 3.25% |

77 7.50% 4.50%
CAGR = 4 78% 98



Mike: Beginning balance = $650,000 & withdrawals @ 9.75%, then 5.95% @ Year 6 (5% RoR) 65 [ 3.50% |

66 10.00% 4.50%

$700,000 - 20% 67500 s

68 4.50% 4.00%

69 3.50% 2.75%

$600,000 70 12.75% 3.00%

5% 7 iSO Mis0%A

72 -8.50% 1.50%

73 -4.00% 4.75%

74 2.75% 3.50%

10% 75 0% NS0

76 12.00% 4.75%

77 7.50% 4.50%

78 4.50% 3.50%

% 79 SIS0 IS5

\ b 80 8.75% 3.25%
/\ ] 1
82 8.00% 2.25%
| B % samsx arsx
84 8.00% -0.50%
85 5.50% 3.00%
. 86 -6.75% 3.00%
7% 87/3150%] 13:00%"

, 14 5 $51,34 88
:11-4.00% | 4.00%

90

-10%

£ g (N0

56 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94 Z; 20 S0

Close to ** = Balance Total distribution —Inflation —Annual RoR 93
$32,744 X 94

. Thrift Savings Plan B 5.00% | 3.25% |

CAGR =4 789, 99

$500,000

$400,000

$300,000

$200,000

$100,00 'e E >
Close to

$63,384 $0

$73,603




Mike: Beginning balance = $650,000 & withdrawals @ 9.75%, then 5.95% @ Year 6 (5%

$700,000 ROR) with no adjustment for inflation in year following years with negative return

- 20%

$600,000 I
$500,000
$400,000 ‘ I ‘ ‘ ‘
$300,000 ‘ V 7
$200,000 |
$100, ooo ﬁ $73,603 | I
crme o L LA

b6 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 89 90 91 92 93 94

$32, 744

Close to * mm Balance Total distribution —Inflation —Annual RoR
%Thriﬂ- Savings Plan

15%

10%

5%

0%

-5%

-10%

_RoR_[Inflation
65 5.00% 3.50%
66 10.00% 4.50%

67 9.00% 3.25%

68 4.50% 4.00%

69 3.50% 2.75%

70 12.75% 3.00%

71 4.50% 1.50%

72 -8.50% 1.50%
73[:4.00% | 0% _

74 2.75%
75 [18:50%

76 12.00% 4.75%

77 7.50% 4.50%

78 4.50% 3.50%

79 3.50% 3.75%

80 8.75% 3.25%

81 5.00% 2.50%

82 8.00% 2.25%

83 2.75% 2.75%

84 8.00% -0.50%

85 5.50% 3.00%

86 -6.75% 3.00%

87- 0%

88 9.00% 3.00%

89 -4.00% 4.00%
90
9l

92

93

94

Ul 5.00% | 2.74% |

CAGR =4 789, .



i %Thriﬂ- Savings Plan

Key Takeaways

* Decisions regarding taking distributions (withdrawals) from your TSP
account require careful planning to meet your retirement income goals:

* Maintain your desired overall standard of living in retirement
y g Liquidity
* Be able to fund your essential expenses in retirement

* Have funds available for spending shocks ’

* Leave assets for subsequent generations or charities

* You can make better estimates about how much you need to save if you:
*  Understand the risks associated with taking distributions, and
*  Make assumptions that take those risks into account

* The Thrift Savings Plan offer significant advantages to retirees during the drawdown phase of
retirement to mitigate risks:

* Flexible distribution options * Broad diversification
* Flexible reallocation options * Lifecycle Funds
* Easily adaptable to any drawdown strategy * Variety of income annuity options

#
k3
kg
-
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Contacting the TSP
We’'re here to help.

E' AVA virtual assistant

Get help from AVA, the TSP virtual assistant, to get answers to general questions. To ask AVA account-specific

questions and to connect to a ThriftLine Representative during business hours for a live chat session, loginto My
Account and select the icon found on the bottom right of the page.

ThriftLine: 1-877-968-3778 (toll free) @ Email us
Business Hours: Monday -Friday from 7:00 a.m. to To contact ThriftLine outside of business hours,
9:00 p.m. Eastern Time please email thriftline@tsp.gov. Do not email

personally identifiable information.
International: (404) 233-4400 (not toll free)

-] General mailing address O Secure participant mailbox
ThriftLine Service Center For account-specific communication sent
C/O Broadridge Processing electronically, log in to My Account and select the
PO Box 1600 notification icon on the far right, to access your
Mewark, NJ 07101-1600 Secure Mailbox.

General fax number

1-352-T30-9974

%Thrift Savings Plan 102



We help people retire with
dignity

We administer the TSP solely in the interest of participants and
beneficiaries

We help participants make smart choices

THRIFT
SAVINGS

PLAN
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Survey

Thank you for taking the time to complete this short
survey about your recent TSP training event. Your
participation in this survey is voluntary but keep in
mind the FRTIB (TSP) Education and Outreach Division
uses these to improve the learning experience for TSP
Participants, Beneficiaries, Agency and Service
Representatives.

Please consider your answers carefully. This survey will
be used to improve our services and provide you with
information that is timely, relevant, and informative

¢ %Thriﬂ- Savings Plan
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https://www.surveymonkey.com/r/LXMRMZF
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